Diversification strategy discussion has focused relatively little on the unintentional diversification caused by a product innovation which does not match the existing business strategy of a company. The objective of the study is to deepen the understanding of product-innovation-based diversification as a corporate micro-strategy. The new theory development is illustrated with a case study of a consumer electronics product innovation. One of the key findings is that the micro-view offers a way to better understand innovation-based diversification, which is an unavoidable consequence of any product innovation in a company. A second finding is that the diversification indicators operate beyond the limits of the coherent product innovation concept.
Introduction
Diversification has typically been seen as an intentional decision, which takes place under the deliberate control of corporate management (Markides, 1997) . Problems have been identified in implementing the diversification decision, rather than in the diversification intention itself. Diversification is dependent, however, on the available resources and especially on the prevailing knowledge (Wernerfelt, 1984; Breschi et al., 2003; Bitencourt, 2004) .
For diversification with a radical innovation in a new market, it is customarily recommended that the 'probe and learn' process be used. However, this is a slow and expensive method (Lynn et al., 1996; O'Connor, 1998) . The risk of failure in diversification is highly significant, and development to a profitable level is usually slow, which is one reason why an innovation causing unintentional diversification does not typically fit well with the overall corporate strategy. The benefits of new product development are likely to be harvested in a gradual, incremental innovation development process (Hauser, 2001) . Several operational instruments have been applied in managing uncertain and unpredictable product development processes, for example, feedback-loop related solutions (Hilmola et al., 2005) . However, these instruments have focused on the product development process, not on the strategic process related to innovation.
Only few research studies have focused on unintentional diversification caused by a product innovation, which does not match the existing business of the company. Such product innovations often distort the existing business strategy and the potential of such innovations to be successful is vulnerable. Many innovations at the same time bear characteristics of both a radical and incremental innovation and, thus, they may be categorized as semi-incremental innovations. Such semi-incremental innovations are very common, making their implications wide-ranging. This is typically so, for example, if the product innovation is based on a product platform and if the product at the same time involves new value-adding technologies. The risk is that such a semiincremental innovation may bring about minor but significant changes in the company's target customer groups and patterns of competition, with the consequence that the company is unable to exploit the full market potential. If the product innovation is a first product in a new product category, the difficulties inherent to the fact that the company is forced to deal with new customers and to learn new patterns of competition is even a greater threat. A possible scenario is that the investment in the innovation may ruin the financial basis of the company without opening up new business opportunities. Companies with low innovative level clearly have low learning capabilities (Heijs, 2004) but the limited learning can also cause strategy related difficulties with the innovations (Mentzas, 2004) . High learning capabilities are very important in tackling the challenges of unintentional diversification.
Recent strategy discussion has had a focus on micro-strategy and micro-strategizing (Johnson et al., 2003; Salvato, 2003) . A micro-perspective on company strategy is needed in order to better understand the total strategy process. Microstrategy is the company strategy in a small scale. The actor of the company strategy is the company. The actor of the micro-strategy is, for example, a strategic business unit, a sales office, or a product development team (Johnson et al., 2003) . In the present study, the actor of micro-strategy is the product innovation. However, product innovation as a micro-strategy has not yet emerged in the product development literature. Traditionally in product development literature innovations are discussed as a part of broader business strategy, not as a strategy in itself (e.g., Calantone et al., 2003) . However, in a small company, the only observable strategy often is its innovation. The objective of the present study is to deepen the understanding of product-innovation-based diversification as a corporate micro-strategy. The new theory development is illustrated by a case study of a consumer electronics product innovation. This product innovation has played a key role within its product category; yet there are indications
